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" Interview of C.S. Boren
by M. Majoros and D. Craig

12/13/93
Don. Craig
CtJni~ied Speaker): December 1.:3, 1.993. Interview with Sid

Boren, with Don cra1q, Hike Hajoris, Kidlele Younq, Steve Manion.

Reqardinq BellSouth' 5 neqotiations with switch vend.ors ciurinq the

~89-90 time trame..
Michael Majoros
CtJniden~;iec1 Speaker}: I'ci just like to say that the purpose a~

this interview is to help as understancl same intoaation and.

ccr:'espanc1eDce that ve've raceived. reqarc1i.nq the 30991 ~''l' price

rutructure and I'. just qonna qo straiqht to the questions.

Q: In your capac1t:y I I beJ,;ieve you were the Vice President ot

Procurement ot BSS back in that tiJIle perioc1

A: Yes, that' 5 c:crrect.

Q: And how woulcl CCDS't.:a.iDed expense l:nu!gets iJ:pact BellSoU'th' s

Q:

Bau.soU'th's neqoti.ations wi.th switch vendors.

A: WeJ..l, tbe reason I had askad tor c:lar~ication I quass is the

18 te:: cons1::'1Li:1ed expense budqets is one that I'lIl not familiar

l..9 with the ~oloqy ot the c:ampany that you're referrinq to.

20 In an att:ampt to bave a lower expense budqet we have a

2J. Dudqetinq process, ve den't call it a constrained expanse

22 1Nclqat, lNt, 1lOSt ot the switch purchases••• switch purchases

2:3 drive both expense and. capital, 50 what you try to cio is look

24 at the total cost at the _chine which involves Doth expense
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and capital. 'rry to 1IlOve to product l~e cycle type cost

rather than ayinq to analy:e, wbether it's expense or capital.
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But the activation for the purchASer is to always try to get

the loWest price if that's wbat you .ean.
Q: Alright, so would constrained, ub, tight expense budgets bave

an impact on your decisions, on your negotiations with the

switch vendor within the context ot the tcrtal life cycle

approach?

A: Well, only... I .-an its••• the neqotiatioD process with any

ot our vendors is an attempt by us to make the cost of the

prociuct that we buy as low as po••ible. And I've been in the

company for 2S years and every year we. bave a budget, an

expense l:Nd.qet and a capi~ bud.qet and I qu... maybe I'. not

understancl.ing the nature ot Your question or somethine; I but

ol:wiously we try to get as good a price as we can. There vas

no siDqle event•.. I don't..• Jllaybe I'lIl nat understancU.nq the
..

question properly.

Q: Alriq.bt. Ohm, let's .ove on to the next one then. Would rate

of r.~ requlation have an impact on your neqotiations with

switch vendors?

A: Well, no, I .ean aqain, the rate ot return re9UJ.ation is a way

that, I'. just thinkinq out loud, it's the _thad that all

raqulation ultimately is based on. We've qat a variety ot

plans around the company in 'th. states that we're in, but in

one way or another they're all tied to a rate ba•• rate ot

return calculation. But in terms ot bow that's related to the

neqotiation ot a switch, aqain it qets back to an atte:mpt to

goet :the, lowest posajJ;)le cost for the switch and that's related

2 .... -
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tariffing process.

.
A: I'. tryi.ng to })e responsive, I think maya we have a sliqbt

ctiffarent terminology or SOIlething ):)ecause it's really, I

don't taal lika I'll answering your questi.OD5 properly, and

-.
Would tariff concerns impact your neqotiation withOkay.

direct:J.y rala'tad.. In the naqotiation for the purchasa of a

procluct, you'va got competitive s:i:tuations, you've got histclry

that you can look back on, you'va got a ~i.d process, you've

got business cases that you prepare anc1 all of that but none

of them are related. to your line of question ctirectly that I'.
fUlil.iar with.

yat, anyway, let'. continue.

Q: Bow woul.d, and these are hypatheticals, I '. just, how woul.d

tightened accounting rules requiring the expensinq of aJ.l R.TO .

fa.. i:apact Be].Uouth's negotiations with switch vandors.

A: Well, the connection woUIdn' t be direct, I guess, anc:l I don't

unc1arstand. aqain the connecti.on. In the naqotiatinq process

to, I quess in a way, the rate base rata of return requlation

):)ecause expense is certainly., and capital, are Doth proclucts

of tbat, but again, the question is pUZZling.

Q: Alright, I'll try to move along here as quickly as possible.

Q:

venc10rs and spacifically, one group of tarUf custamers versus .•

anat.har or ona type at tariff versus &Dothar.

A: I'. not sure I know what you aean by tariff considerations but

in the neqotiatinq procass we never got involvec1 in the
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Q: OJcay...... I'. coqnizant that we only have an hour and that's

why I'. tryinq to do thi.s as quickly as possible. Coulcl you

.xp~ to us what the backc;rounQ was, and I take it you wue

the c:h.i.e.t naqotiater" what the bacltc;rounc1 was prior to the

ras1::rUCtUre and what thinc;s ware going on in and outside the

campany which would bave precipitated the need. for the prica

restructure that ATaT did.

Ohh, What I'm r~errinq to is l::Nlsically these, we have these,

some ot~ correspondanca Detw.en you and !5r. Topor and it

ruultad in a price restructuring, then I 9'1". ultiJDately a

connotations so let me respond to that tirst.. My orqanizatic:m

was responsible for the procurement process. I didn' t clo any

naqotiatinq myself. But my orqanization was responsible for

it ao ..ybe that's. tec:hnicali'ty but again I clon't know the

contaxt of your question. so that, maybe clarity that first ..

The price rastruc::tv.re, maybe we Detter, I don't really relata

to .xaetly that event r maybe you need to brief .e or they ~

exactly what you're reterrinq to.
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Q:

We1.l, a couple of things. Chief neqotiator has dUferent

20 purchase ot INitchas.

21. A: When you say restrw:::ture, what does that mean to you. I mean,

22 I want to uke sure ot our ••• I cion' t know the tarm

23

2~

25

Q:

rutrue:ture, what cletinition ot that?

Obm, Well, I will say that to .. what I see in these doc:uments

is it means that What ATaT said it was gQing to be is a shitt

in price troa expense to capital •

..
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'!'he proc:ass we qo through is we have in our

-aqineerinq orqaniza'tion c:emti.nuinq lltUdies about repucement

Then that becomes a more or les.low as ve possiDly can.

A: I clon' t, I don't, I don' t understand that kind of distinction

I guess is why I wanted. you to define the term price

restructure because in our cliscussions with the vendor

ccmaunity includinq AT'T our Eltivation is always to reciuce

the price, consistent with wbat their campetition is doing,

wbat our markets are doiDq, and the term restructure or shi.ft !
tram expense to capital is not an event that is lIleaninqtul in .

I

fixed amount. Then you have your studies over here that show

the 12reakinq point for When you can replace or adel based OD

tbat particular price. But as far as stArtinq it out the way

and growth needs, which you're very faai~iar with, than we

have in the proc:ur...ent organization onqoinq ctiscussiona with

the vendor COJIIIunity with reqard. to the price performance

curves in the inclustry. So we try to ;roup svitches, we try

to JlAka vendors c:ompete with each other I we try to packaqe

purcb&ses, ve c1isaqqreqat:e aoaatimes purchases. We try to clo

everythinq we could, in those tim.., anel I'll sure tbey

continue to I to qet the price performance for the proctuct as

my world.

Q: Do you try to tit the neqotiations or your vandor requests for

quotes to your expected budget tor expense or capital?

A: Not, not, ... The way we qo about it not like that. Now that

..y De an end result, but that'. not the process we go
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Q:

A:

Q:

A:

Q:

A:

you're describing, we don't; and it's not associated in the

way your question set it up. I mean, it's just not the way to

cia it. So whether it's expense or capital is a byprocluct, not

a neqatiatinq pcint, I quess, is the answer•
.

One or the th;nqs that was evident tram these doc:aments, what

stave aDd ( 1........ > vere talkinq about ia one at.

your qoaJ.s apparently vas to reduce, havinq AT.T to reduce

it's sortware and growtb costs•.•

Yes.

• •• a.bove all eae.

Not onl.y AT&T but other vendors as vell. We felt like ve vere

})ec:oainq a proc:!uet ot the Gillette razor syndrcmae, give us the

razor for nothinq then sell us all the l:Jlades you can at

exorbitant Prices. So, ve... In the worle! of tecbnoJ.4ogy that
..

ve live in, the software pricing becomes very very iJlportant

because that's the platform that most of our products and

services are uJ:taately based on, so I vas very concernec1,

still lUll as • matter ot tact, about right to Wle te.. and

recurrinq software costs. It's a really, ve have to be real

caretul that ve don I t lIortqaqe our future by locking into

exponentially iDcreasinq sottware costs, 1:Mlcause they shoulc1

be clecreasinq as the sottware research and development is

vrittan oft.

Are you famiUar with 'this Auqust 24 letter to Hr. Grieser

and, you ctic1n't siqn this, it's signed by E. W. James.

Jon...

6

~.
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A: Uh-bmm

Does that mean that, uh, What cloes that mean, do you know?

A: I haven't .een it, if I saw it it was in 89 and I elon't

..

II' •

~taes as much

7

found to be, cost frequently up to

siaiJ.a.r features on the lAo Does that -.an that you're unable

.
dataDli..ninq our, and this is that lmitie4 list ot priorities,

be says, in eletaDli..ninq our interest in priorities in these

feature no consideration was given to the cost ot development.

A: I clon' t know. I mean, I'll sure it woulel become evielent in the

context of the whole letter but I don' t know, I haven't ..een

Q: Jones, pardon lie.

A: I woulel have to reael it, I haven't seen it.

a: Be aakes a ruerence here. Anel this is about the ! irst, he

says t:hat, and here we're talking about software cost, and in

the letter until you just read it to me.

Q: You haven't .ean this letter?

A: WeJJ. I -.n I _y have but I don' t remember it. When was it

g: It was in 89, Auqust 1989.

(Lauqhter)

Q: Here'.. letter from, I might as well •••

Q: Let's g'et riel ot these - clispose ot these letters. This is •

- let't:c' to 1Ir. Topor tram you.

A: J)oJ1 has since retirecl even. A good friend ot mine.

Q: ADd itaa number 1 states that teatures in the 51: have been

1
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orqanization, and wa're ~ld that no cloC\DUlnU were available.

Do you, is this, was this a~l verbally done, this inter...

~ prove in aconemically a SE based upon those feature

DOt just based on feature costs.

Q: Now item #3 says that feature sottware pricing is otten hiqher

The sta~.nt, I'm not, I don't r ..emberall have made.

vertical features that ve sall lika three way callinq or'

somethinq like that, then when you qet to the point that you

do the cost studies to detanline what tha pricinq bas to be

tor the purpose of filinq the tariff, then, all of the cost

information is loaded into that and it three way calling has,

it the customer has other alternatives to that, then market

exactly y'kDow the time I wrota the letter but it is a problem

in our industry to, this is kind ot a tunny industry in a way,

l:»ut, ~ you're goinq to aarkat a feature like one ot the

than our lines ot business orqani.zation tinc1s acceptable tor

competitively marketing services in BellSOuth. We had asked

tor c!ocuments supportinq that .-tatement. trom the, fram that

pricas?

A: It could be. You know, the replacement .costs or addition

costs would be based on the total co~ ~ch would include the

teatures I'll sure, wt it would be a total economic analysis

A: I don't, I don't, I, no, I mean it would have been I'm sure a

COIIJ:)ination ot discussions, impressions, conclusions t that wa..
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research would show Where his decision price point would be,

and there you would then say, vul" unless we can came to
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market with that pricecl in this particular range, the

product'" not going to be successtul. So, conceptually, I

understand what we were re.tarrinq to, but I don't have any

piece ot paper vith that analysis on. it.today. But it sure is

true.

Q: Here's one o~ the letters tram back to you tram Mr. Topor and

this parar;raph talks about BellSouth's wall docwnented

concarns about the SESS switch'. competitive position on tirst

costs, aiu:t aJ.so at the end o~ this letter it talks about your

previous letters on the availability a:nd cost at five ESS

special futures. And, one at our concerns here, sir, is that

we teal that we, y 'know, there seem to ))e some documents that

va'ra not gettinq in this area, and I'm wonclerinq if you are

aware of any ather documents that we have not receivet! in thia..
ar_.

A: Wall, I'. not, but the only two docamants I'm familiar with

are the two you've shown me. I haven't, I can't personally

~y eme way or another to what dOCUllants were available.

I don't know what you're lookinq for, so•••
.\

Q: Wa would have been lookinq tor clo=meftts concerning the wall
.,

do=maentecl concerns and then the previous letters mentioned on

paqa 3 of this letter.

A: I don't know.. I know that we've, that I've been concerned

&.bout that vary subject troa time to time, but I don't bave

any docuaents in lIy fila one way or the other. I tic;ure y'all

did a: search, didn't you. (Young-: oa-maa. )
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Q: This letter trom Mr 0 Topor to you on page 2. It says the mix

between capital and expense prices for tive ESS svitcb will

cbanqe with expense c1acraUinq and capital increasing, but the

average bott=l line switch price wi~~ remain consistent with

the previous five ESS price plan. sa also, clown here, said he

c:ampletely unclers't:ands your concern.s about the effect that the

price ot our futures have in reqard to your a.bility to

generate tar~ts that are within the range of your customers

willinqnes. to pay.

A: Yeah, that's the thi.nq I went through a minute aqo.

g: Ancl they were, .0 that was indeeel a concern in your

neqoti.ations with, am?

A: It was a concern in the letter that, I wrote just like I said

it. If you look at the way ve otter proc1ueta, ve buy • switch
0-

anc:l than we have generic upqracles vith new software packagu

that we pay certain amounts ot money tor, ancl than we take a

feature and when ve do a cost study on that particuJ.ar

feature, which picks up a part of the qaneric and part of the

switch capital cost and then it gets an approved methoc1oloc;y

that ve have with our requlators and then that gives you

unclerlyinq cost of the product which we then came up with a

price and file a tarift. Haw, I've always, and still Ul,

concerned that in a world that has llany many CPE type

applications that we have switch basad solutions that are

competitively priced, but our, my concern was not Whether it

Shifts things frOll expense to capital or capital to expense,

1.0 ....
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Q:

A:

1)eC&use my concern was that we decrease the cost to the

avitch, ••kinq our procluets mere competitive because they

woul.d have a lower underlying cos1: and therefore wouJ.d be able

to put to the market with a lover price. But, uh, I lIl8an,

.
tbat was the intent, and I've bad many ctiscussions with these

feJ.J.ows aDout that, a very reasonable cancc:n tor a c:cmpany

like ours to have.

DO you think it's po.si})le that M"T could as a rasuJ.t of

tAi.s, t:hia plan or price ras't:rw:tUrinq, bow ave- you'd define

th,j.a, be pricinq it's sottware below cost, below it' s

d.ve~opment cost.

Lookinc; at what it's done, I wouJ.d douDt that very seriow;ly.

But I cion' t know personally but I wouJ.dz2' t tb i nk so.

..
The history, the history ot c:amputers and stat! u in 1:he

otb.er cliraction. Price the hardware real low so you can qet

the h&rc1ware in to the custQIler and then after the customer

(-:
15

17

Q:

A:

The concarn wouJ.d be ..• I!

18

19

buys the hardware he's sort at wec1ded to purchasinq 1:he

software so the aotivation is the other way arounc1. For any

~ettar here, our desire was to qet the total product loUe

cyc~a cost to a aini.aum, Which was expanse and capital over a

period. at tille, and we did inc:leed clo that. It you look at the

price we're peyinq per line toc1ay compared to what we were

paying in 1989, 88, 87 there'va been oreiers ot lIaqnituc1e

reductions based on this kind at negotiating, Where we clo with

20

21

22

23

24

25

26

\

hardware or sottware manutae:t:urers . 1'J:Us company, in his
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was us.

A: It was a pretty remarkable neqotiation. The main :beneficiary

We bad a pretty IlUch of a

These quys lost alot of market sbaretheir prices down.

blinkeci pretty substantially.

duopoly before that. In a duopoly, if you're the purchaser,

•

all vendors one aqainst the other to try to qet them to move

ot this I we, the company siqned a

that was a part of a m.uch. larqer deal, AT'T qat pr~ly the

~ out of the deal, but the other two switch vendors qat

piecas ot that.

durinq 'Chat period of time. When the SE: first came oU't it was

not competitive, price-wise, and they bad to In"inq the prices

down rather dramatically over ti:JIle so we were, and I am, very

tor the Atlanta area and Mr. Manion .told me this morninq that

you can use a third person or third company in this case

cominq into the neqotiation advantaqeously, and we did pretty

proud ot these kinds ot neqotiations because our campany &D4

the people that bUy our service have baDetitted. from them.

Q: Struc:Jc a lot at these questions. (Lauqhter) And as a resuJ.t

Q: 1)0 you, would you lcnow what in qeneral SWUDq the deal most

heavily in favor at AT'T'?

A: They were very aqqrusive in their pricinq because we had

introduced the concept of the third. vendor. 'I'bat was our

strataqy all alonq was to use the third vanelor to try to drive

the prices down. We knew someDody voulel blink anel these guys
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successful. That dic:l not happen aJ.l over the country. We

were able to qet some pretty aq;ressive prices.

Q: The:bOttaIl line is they came in at a lower price far the

majority ot the switebes .

A: I don't remam•••

Q: Lower total cost, I'. just tryinq to •••

A: Yeah, I don't remember 'the cletai 1$ ot who get exactly what

percentage, but I clo recall that they aqqressively priced and

one of their competitors, it I rememher right, did nat at that

time, wasn' t that riqht. one of their c:ompetitars lost market

share in this negotiation. We picked up a little 1;)it with the

thirct quy and the majority want to these-tellows l:»ecauae they

raaponc1ad. so agc;r_aively, Is my lIIGIory ••• ? (Manion: Yes.)

Q: w.. thu... -rh.is wasn't exactly ODe sided all in your favor,
•

all in BelJ.soU'th's favor; what cUd ~.T receive, other than".

suJ::)stantial piece of l:Nsinasa

A: Kept their tactories runnine; ..

18

20

21

25

Q:

A:

continuation ot th_ aetuaJ.ly aine; in the business?

Yen. ':he pro1;)l_ these guys have &Dc1 the reason a purchaser

can take ac1vantaqe of it is they bave to level load the

factory and. they qat to have a pretty consistent VCIlmaa, &Dc1

U you can, ar if you're qoocl enouqb or lUcky enouqh or

whatever, sam.times you can qet a very ac;gressive behavior on

price because they s.. their factories not !:MUng loaded to

full capacity and sellSouth is • big account for any of thes.

vend.ors, and they can't, it we can po.it~on it riqht, they

lJ
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can't walk away frOll our situation because we're so big. one

ot the benetits of volume purchasing. AT.T and BelJ.South have

had a good relationship over the 10 years or so we've been

doing this. Soaetimes a contentious reJ.ationship based on

price or frOll time 1:0 time performance;· their quality has DDt

aJ.ways been what it should. But, over the years they've been

an .xceptionall.y good vendor tor us. Their machi..ne is ot high

quality, their pricinq has been pr.t~ agqressive, and I would

A: (Boran) : Yeah, and so we have a good healthy relationship

with th_ whic1:l they would not want 1:0 sa. go away. It's 1:00

big. Because ot that, When we writ. a latter the way I c1id,

complaininc; basically about their pricinq, it gets their

attention. They worry about it because we're so big. Now we

don't do it lightly, because i1 you're a good purchaser, you

don't just witboutraason tlail aDaut. You sit GOwn and plan

your strataqy ana try to execute it. That's what we did on

this case.. It was very successful for us, this particular

negotiation.

Q: Uh, this same letter, lumae, r~ers to the concept ot revenue

it? Do you know?

.'

what is

Also weBere we go.

i of our lines.(Hanion) :

imagine their market share here 15 probably

. (Manion): In this RQ or in BellSouth's total?

(Boran): Ho in 1:01:&1, what would you quess?

percent?

sharing somewhere along the line.
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continue to be interested in workinq with you to evaluate and

iJIIpleJllent a way to take advantaqe of revenue sharinq. Now we

had an explanation here of what that might mean in response to

our data request 11SF and it is that ve be1.ieve that in this·

~.T proposal is rafarriDq to aaIDe kind of deferred payment

ached.ule for SESS sortware riqht to use rees based upon

BtUlSouth's market penetration. :Is that what you think they

meant?

A: I don't know specUically, but they're Dot in the letter.

There's been a couple at concepts advanced by ctitterent

vendors about return at revenue sharing, and qenerally it's

cli:fterent ways that purchasers ancl sellers bave of sharing the

risk in the market, particularly it it's a new urket. We've

bael discussions over the years with ~'1' and others ~ut a
.'

way to de that. We've Dever successfully vorkad anything out

acause it's complex and gets into, well you're an accountant

supr..e, so you uncierstand the cli:fficulties When you qet into

somethinq like that. But Dasically all it .eans in country Dey

lanquaqe is we aqree on a price, take it ta market anel U it's

successtul, then we have some kinel ot a risk sharinq with the

venelor. It can work in same cases, but we never have been

able to work it out.

Q: Well, what I was, see what, the way I interpreteel this

explanation vas that it vas ~erring to SOJle lcincl of an

arrangement where the cost would be aatchad to revenues in

those new markets.

.0
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A: What kind of revenues? I aon't know how that woula work.

Q: Is it sellSouth's policy to pay for right to use fees prior to

deployment of any features in the network?

A: Yeah, I think the riqht to use fees are generally based. on a
.

total package of feature funetianaJ.ity not just an a specific

procluet. A generic in one of these switches is a very l&rqe

piece af software. When you have a generic update it usually

sweeps under it lots and lots of things, some as simple as

some mistake that's been fauna in the software. So we bUy

software in aifferent ways, but I don't know of a revenue

sharinq situation. Do we, ctia ve have one durinq that period?

(Hani.on) : No, The only thinq I can even think that comes

close to it is same software features are priced on per line

basis, for I ~ ve only need 1.00 lines, ve c:nUy have t~ buy 1.00
..

lines of it and U it's a successful feature ana ve get a

heavy penetration then all of a suaden ve need 10,000 lines of

it, we have to buy 1IClre lines, so as we incr..... our

penetration in the featura they vo~d alao qet soma revenue

when we buy on a per line basis, and that vouJ.d be a risk

sharinq. Instead of baving to purchase the right to use for

the whole svitch at one time, not knowing i~ we can sell that

particular feature or not, ve can deploy it with a m.ini.lIlum

number of lines, see how it goes, and i~ we're able to sell

it, w. buy mar. lines and ( 1 ) more lines and they woula..--.--
get the right to use fees everyt.ime we bUy more lines. 'l'hat's

16
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the only thinq I can think ot that would even be close to

revenue sharing.

(Boren): And that's not classical revenue sharing, at least

in the way I think ot it. We've, I've al.ways hoped. we could.
rind &ituations where we could, where we couJ.d have some ki.nc1

ot risk ahar1n9'1 but we haven't been able to came up vith ..

ta%:llDll.a yet.

Q: Hr. Boren, the reason we're here is because somehow we laid

our bands on this d.ocument which is this AT''!' presentation

which was sort ot in the mideUe at all this correspondence and

I guess at the beginning was the negotiations I at the end waa

thai switch deal" and this presentation has thes. words on

paq.. 3 and " and it c:aJ.ls th_ BellSouth issues and it talka

about - it says you're goinq to d.o, or A1"T vas qq,inq to do
..

Wbat it said it was goinq to cio in all these letters, that is

~t expense, shitt trom expense to capital. And our concern-
is that it .eems like whether or not total cost went ciown,

there is same shitt thll~ requlato~ ~lica~-Aar..c...:or

pricinq purposes, and, in tact, this talks ~t rate base--------- .--profit regulation on capital inves'bDant and the FCC tiqhtening

accountinq rules to require expensing of (__.".1 >, so

here we are with this, and Steve Manion has st••c1tastly

reported that they didn't do what they said they were going to

do so allot this is a non-issue. I'. askine; you is this, were

there, are their stat_ents accurate? Ware these BellSouth

issues back in those neqotiatians?

17

.~.
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-
concern. I think that they said these are your issues anc1

allocates too much ot its cost to BeJ.J.S0U'th llarketinq's most•

In my 25 years ot

Protit requlation. based on capital

Dudqets are tiqhtly constrained.

expense bwiqet.

" ..
c:ompetitive services ESSX, and. that's where I, that's 7Il'f-_.._-- --,~-- - ..... _----_.._-

experience, every year the expense buaqet is tiC;htly

c:cnstrainec1. That's in any business bas aJ.l the time a tight

iDvestment. ThAt's rate base rate ot return requlation in a

~tarent sort ot slant on it than I voula put on it, ana ot

things shit't trom one account to another. '!'hat's not true.

As I know you are mare aware than I, because of your

protu.ion, this, it you loak inside ~'T or any other

, 'company, the pricinq stra'teqy is something they have to worry

u:.out. Far removed trom .e as a purcbaser. Now if they've

lookea at me and. deduced that th.e are 'lIlY concerns, I can''t

refute that, ana it that'. what they think, than that'. wha't

they think. AJ.l I can report to you is ¥bat our own strategy

A: Hot to my knowledqe. If I look at the piece ot paper, expense

course the accountinq chanqe ve' re all tamiliar with, so the

statements on the tace ot th_ are true. It the implication

that, and I haven't seen the rest at the aOCWllent, but U the

implication is that there was same strataqy with AT'T tor a

particular purchasinq strateqy relatac:l to-that, it's not true.

Q: WeJ.l, it would be these, plus this one here, "the 'live ESS

you're telling .e they're not your issues.

A: WeU, not in any sort at way that is a c:cnspiracy to make
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& line, vhicb

SO, y'all ..y have pne 1:m:'oWJh t.be

% ruJ.1y don't.

aDd capital. How Whan you 90 't:brou9h 'that calculation aJXl

raflac:e vat tb•• prie::e. are, % doll't have a IIense for !aav

'tbat COIla oat, Mc::ause 'that vas never, 'that vas nat a fae:tclZ'

lovered aortvare c:08'ta. And ve show.s you tbat ill & •••

So 'that'. tbe anaver, 1a y_?

A.:

ia, vlUc:b ve t:al1c-e! &bout pravioualy to SaM cctant and can cia

to aore ext:aDt. But as far .. any tbouqJ1t em -.y part of an

expen.. or capital~ tor aaaa caapatit1ve r ...OIl, 'tbat

jua't VUD't 1:ba c::aae.

Q: You 1:h1nk 1:ba raaulta of 1:h.i.ar~ ia tbat DOW laa

c:oat 1a Ming' allocabd to tba..~ tban vauJ.d bave

-.n otbcVlae?

aalaul.d.= iliad JcDov 1d:aa1: tba &DSVC' ill, )mt I have acn:.
(JlalU.OD): You t:aJ.JciDq ~, you ~, 1:ba ld.Dd of ~t··I

ahoved you vith tba grovtb COS'ta?

Q: Wall, what I'. aaJti.ng ~ DOW ia U I, 1a 'that, 1a as a

rault ot t:h1a price r~e 1:bat 1_ COR is ~iD9...
alloc:a'tad to 1:!losa~ t.ban voald Mve !:lea 1mdar

pz'8V'iDaa price~. I c:tcm't va've addresaed that.

A: (JlaJUOIl): 1Iell, DCS%%, vtUc:b is tbe pac:JcaVe in tbe 5E switc:b

'tbat haa IICt8't of 'the au featuru. ODe of the t:himiS they

Q:
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I deD't lcDoW !low 1:0 put it any p1&1nc 'tUn tbat. I 4idD't

1:b irm aIIaat, I didD't write uoat it, I diem't talk uaut it.

It j1Wt vaan't a factor. It, -.y, this j= is • lNsine._n'.

j=, not relat:acl 1:a the repJ.atory .it:uation. It'. jut &

..in_n·n'. jo12. We bad a urltet, prac:lUC't and • purcb&aiDg'

opport\lnity• JlOW, I clem' t laIov ~e requ1at:ory iapacta

ADd ~ lSi -=aaian 18 at a level aboVe 'that, Vber.
.' ..-- . .(Borel) :

(Kanion): ':hat for DCSII pac:ka;., vtUc:b. is our asx softwar.

ri;bt to use fu, 1:b... vas a aivnificant rcue:tion in price.

A:

wbat I vas _.iD; was a tatal nduc'tion in caat of t.ba

pur=-e. I cIidD't ;et.. i.Dto whic:b· paCkaqe vu up aDd vtU.c:h------'- ---- . -- ...... -.. ..-.-.:-'

package ... ckMl. ~ va aD 0YC"Illl nduc'tion in the per--- - .-- ----.
li.ne coa1: o~ aof1:WaZ'e aDd baz'dvara, aDd when you put th_

1:Qge'ther aD overall nduc:tion a the total price at the

avitch. '!'hat'. Wbat I aw and what I reae:t8d to.

(lIaDion): I aean if you flip back ate1:he pag_ at 'that it

ahovs you vhera the DCS is DOW 1 a i1De aDd it 'QHCI to _

, ,line ( 1. ) in 'tbat pr_entation ATl':

( 1, ). It'. in 'tba back pq_.
Q: Well., sa tb_e vezoa, I ...., I cIoD't bave 1:00 ¥DY IIGI:'8

peRiODS, 1:bey ai1:bar v... =- VC'a Dot: BeJ.J.Sou1:h ian_.
~'1' bad _14 1:bey vera BeJ.lSaIl'tb iaauea. sem- 1:a ., I will

jua1: uk you, did you acAieve saM r.,w.atory 90al o'thar than

aD ovcall r8duction in the coat ¥ben 1:bis claal wu struck.

Not to ay lcDGwledge. Dae repJ.at=y paJ., .. you put it, just

aimply 111 'the yean 1:bat I did t:!Ua jcm, vas DOt 'ay c:onc:a.z:D.

A:
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cliacretaly ),y product of the neqotiations we d.ic1 ~ua. it

vaan'~ a, it wum''t invol.,.s 1n anyway. So I clidn't DOW it

Aetore aDd I clidD't know it att.c. Wbat I vas af'tar vas 1:lla

1Ns~'. approach, becaW5e it you can 1Iake the price of

tAe produe:ta of Vb&t you're buying to J=Ovi4a 1:be prodv.c1:s

tbat va aal.1 90 doWn, evcybody beDefi'ts, aDd that was 1:ba

ao1:i~1:ion. Maybe I shoul4 bave kaacl acre aophiaticatad aDd

bad ... way 1:0 aUce that in a ditferent way, but it just

I VU- Wbc'e I'. ,.=i.nt; to beyoDd, y'lcnow sort of J:layoad

~t, JA tbat y'1eDaW SUve bas told u, I thiftk, that we 4cm't

kDow wbaz'e t:bM. wm:da calle troa aDd we're tryi.Dc; to tiDe!

-~..-

U you're 'talking'~ th_ =r.. words hera, tbase tbraa

Du.11a1:a? 1'hoH VOZ'ds we raacl?

~ lNll.t:a aDd 1:his WUet.

Whicb ana?

Where w. are. 1'JU.s ODe, aDd 1:be 1:b.r_ Utova it. 1ftle1:ber

A1"1', y'laloW, U we to Uk t:!laa, Why clid you write tbo.. aDd

j1Wt c:a11 tIl_ lellSoutIl ian.., wh.ther it'. BaUSOU'th'.

poait1cm t:bat 1:hey dem't kDaw where 1:hoa. vorda caae fraa aDC1

U'T vas not ac:curat:a aDd shouldn't have written tho•• words

ia wbat, you JcDav?

':be fact is, let'. just 1:ake t:ba ona at a~. Arty year

tbat I've been imrolv., tbat tint bull.t is 1:zu.. Any year.

A:

Q:

Q:

A:

Q:

A:
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~ yar. As it vu 'b:'I.le Whanavu 1:Aa took place. ~

••ccmd. Dullet, as long .. I've DeeD ill this inclUS'tZ'y that .bas

J::tean true, because .'ve alwaya -.n under Ofte form or anotbc:'

rata ... rata ra1:U:D ~'tion, vhc'a ~ you ara in rata

... ra1:a ot :ra~ ~tion, ~ Profits are related to

your capital 1Dv_1:aeDt or at lMSt as IIIlctl of it as goa in

1:ba rata !:au.. 1'he 1:hird l:mJ.J.e't is jut: a tact. 'rile PCC tid

iDdeacl cban9. 1:hair ac:c:01.1Dt1nV :ul_ vi~ rat;arcl to right 1:0

usa. So c.r.' a DOt:hi nq "Vic about whara 1:ho.a caaa troa.

otbez than the~ bullet, 1:heyare exactly true today. So,

DD1:A1ng very raarlca})l. aJxN't~ tbz'H Rataem:a is 1:ba

poiJlt I'. ·.kiD9. ADd this, ve wara saying, as I'. aura I was

ayiDg or 'ay folks VC'a ay1Dq, t.bat 1:U five DS vea aiaply

Dot _iDq calip.ti:t1v. aCJ&1ut its c"apet1:t1cm. Bow, iI 1DsU.

~'T, ~ -VUlt to concl~~_t!at~.!t_~_~.pr~c:.a ~~ _

pccaiwd as DQDC~t1va 1& .:.usa they bav. d.aciclec1 to_.... ... . .,. .------~..... -_. .~

- _..
ottlU:' 1'ha't'. a conclusion that tbey aade for 1:h~v_, I

p_. So vDeD you ..y, doD't; know Where the statements caJD.

frail, tAere'a ~ r~k&ble abou't the sta-e.aents.

Tbc'. I a DD1:hin9 JIY~ioua o~ r-.rDJ:)la, to .. anyway. Haybe

youIra aaeinq aOM1:hinti thue tbat I ...

[eM! at aiele on. ot tape]
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• liDe for it, va pay

.so. svitcb41s haft &co ESSX in it, ot:bc em.. .va 10,000

UDu. So, you lmow, 1:ha't eftect. Aa tar .. the aarkat:i.ncJ.

••• 1:,bey put in on. I'. just tryinq to tall you they're just

t:rui.a. 1'bey'n Dat•••

Q: S1:&'tJ.D9 the obYioaa?

A: Yuh, they're jwrt RaYiDv'tM obvious. ADd aD w.s, it 1:b8y.
decics.ct, I ..an 11:'. llJca, 11:'. UJca any ~or 1:bat bad a

~ Q wpri.Ad aD two pi.... If 1:bey vazrt 1:0 ..y, 'IoU,

t:ba~ is c:aIIP1aiainv &bcm't tbis piece 1»eiDq 1:00 !Ugh,

I 'tbink, aDd ~~are, let'. lave: 1:lUs em. a 111:1:1e b11: aDd

raise 1:!1ia ODe a li1:'tle }'it, aDd 1:ha1:'. 1ntarDal t:o 1:b.D, aDd

wbat I'. looking' at .is aCSCS1ac; 1:ba~ 'together 1:0 g'ft t:Ma 'to

..

0Id:.

.
c..- cI.c:Nft, I caD't, I aaan, 'that jwrt t:ba way 'tbilMJll worked

A: (lllLl'licm) : lUl, auoc:iatad vi~ 1:be price o~ ~ svi1:cll?

Q: III.rkatiD;' 1:lla f ..1:m:'a, vbatavc? Wba1:'. 'the blpae:t: on yorzr

A: (JJanion) : Well, I'd j~ haft 'to, I .-an, I caD't UIaVC'

1:bat. rrc.. proc:uraaDt at:andpoiJlt, the ~fae:t: vauld !Ma,

c:lapudJ.nIJ OIl 'tlae acnmt of ,.e1:Z'a1:icm of 1:ba't t ..1:1U:e in •

pud,c:a]ar sv1'tcZ, would _ haw -= we vauld ..va, ~ ar

... 1
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